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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Telecommunications Division RESOLUTION T-16707
Carrier Branch December 17, 2002

RESOLUTION T-16707. THE SISKIYOU TELEPHONE COMPANY.
(U-1017-C). GENERAL RATE CASE FILING IN COMPLIANCE WITH
G. 0. 96-A, PARAGRAPH VI, AND DECISION NUMBERS 01-02-018
AND 01-05-031.

BY ADVICE LETTER NO. 298 FILED DECEMBER 21, 2001.

Summary

This resolution addresses the General Rate Case filed by Siskiyou Telephone Company
through AL 298 filed on December 21, 2002 in compliance with D. 01-05-031. In AL 298,
Siskiyou proposes: a) no change to its rates or charges, b) an intrastate ROR of 10%, the
same granted in its previous GRC filing in 1997, and c) a decrease in its CHCF-A draw
for 2003 by 0.10% or a reduction of $2,607 from its 2002 draw of $2,574,963.

This resolution authorizes California High Cost Fund-A (CHCF-A) support for The
Siskiyou Telephone Company (STC) of $ 1,391,703 for the year 2003. This amount
represents a reduction of $1,183,260 or 45.95% decrease from the CHCF-A 2002 support
of $2,574,963 to Siskiyou. This resolution further authorizes an overall Intrastate Rate of
Return of 10.00% for test year 2003, resulting in an intrastate revenue reduction of

$ 997,072 from present rates.

Appendix A to this resolution compares the Telecommunications Division (TD) and the
Siskiyou’s Test Year 2003 Total Company Results of Operations before any CHCF-A
reduction. Appendix B compares TD’s and Siskiyou’s Interstate and Intrastate Results
of Operations before any CHCF-A reduction while Appendix C compares TD’s and
Siskiyou’s Intrastate Results of Operations estimates after Siskiyou’s proposed CHCF-A
reduction and after TD’s proposed revenue, expense, and rate base deductions.
Appendix D shows TD’s calculation of the Net-to-Gross Multiplier and the change in
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the gross intrastate revenue requirement based on the recommended intrastate rate of
return of 10.00%.

Background

The Siskiyou Telephone Company (STC) is a local exchange carrier (LEC) providing
telephone service to portions of Siskiyou and Humboldt counties. Its current
headquarters is in Etna, CA. STC serves approximately 5,226 access lines in seven
exchanges: Etna, Fort Jones, Hamburg, Happy Camp, Oak Knoll, Sawyer Bar-Forks of
Salmon, and Somes Bar.

In D.01-05-031, the California Public Utilities Commission (CPUC) set in motion the
waterfalll provision in 2002 for six small LECs if they do not each file a General Rate
Case (GRC) by the end of 2001.2 Siskiyou filed Advice Letter (AL) No. 298 on December
21, 2001, with a Test Year of 2003. The last GRC filed by Siskiyou was in 1995 through
AL No. 225 and its latest intrastate results of operations were authorized by Resolution
T-16006 dated April 23, 1997.3

In AL 298, Siskiyou proposes: a) no changes to its rates or charges, b) an intrastate ROR
of 10%, the same rate granted in its previous GRC filing in 1997, and c) a decrease in its
CHCEF-A draw for 2003 by 0.10% or a reduction of $2,607 from its 2002 draw of
2,574,963.

Notice/Protests

Siskiyou states that a copy of the Advice Letter was mailed to competing and adjacent
utilities and/or other utilities. Notice of AL 298 was published in the Commission
Daily Calendar of December 28, 2001. No protest to this Advice Letter has been
received.

Notice of the AL filing was mailed to customers by bill insert on December 21, 2001. No
protest to this AL filing has been received.

Staff of the TD held a Public Meeting in Etna, CA, on August 14, 2002, to explain
Siskiyou’s filing to its customers and its customers were also given an opportunity to
ask questions of Siskiyou and the TD staff. Siskiyou’s customers were given notice of
the Public Meeting through bill inserts. The notice of Public Meeting was also

! The waterfall provision refersto the 6-year phase down of the CHCF-A funding level beginning in 1998, the year
after the completion of a GRC. The funding levels are 100% of the for the first 3 years, i.e., 1998, 1999 and 2000;
80 % the fourth year, i.e., 2001, 50% the fifth year, i.e., 2002; and 0% thereafter.

2 The six companies are Evans Telephone Company, Happy Valley Telephone Company, The Ponderosa Telephone
Company, Sierra Telephone Company, Inc., The Siskiyou Telephone Company, and The Volcano Telephone
Company.

3 In Resolution T-16006, Siskiyou was granted the following: a general rate reduction of $409,516 for 1997, a net
revenue amount of $1,083,790, a rate base amount of $10,837,895, and a Rate of Return of 10.00%. Siskiyou's
Depreciation Study, submitted in AL 225, was found acceptable for ratemaking purposes.
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published in the July 3, 2002 issue of the CPUC Daily Calendar. Only one customer
attended the public meeting. During the meeting the customer, who is also an ex-
employee of Siskiyou Telephone Company, praised the service quality of the company
and also expressed full satisfaction with the company’s customer service.

Discussion
Results of Operations

Appendix A compares Siskiyou’s total company results of operations for test year 2003,
as estimated by the TD staff and Siskiyou.

Total Operating Revenue

A comparison of TD’s and Siskiyou’s estimates of total operating revenues for test year
2003 is shown in Appendix A. Siskiyou’s estimate of total company operating revenues
at $10,039,685 is lower than TD’s estimate of $10,222,339 by $182,654 or 1.8%.
Differences between TD’s and Siskiyou’s estimates are described below.

In determining the test year total company revenues, TD accepted Siskiyou’s use of
3.81% percent increase for revenue items that are derived from billings. These revenue
items include basic local service, local Private Line revenue, customer inside wire, and
state switch access. Siskiyou used the annualized 2001 data and applied 3.81% yearly
increase to estimate 2002 and 2003 revenue for these items. TD accepts Siskiyou’s the
3.81% growth rate increase based on the fact that regression analysis of the customer
growth for the recorded last five years yields 3.81% growth per year and a very high
coefficient of correlation of 0.99. TD staff also finds reasonable Siskiyou’s revenue
estimates for the following items: other local revenue, simple inside wire non-plant,
rent, directory, miscellaneous, and other regulatory revenues. However, TD staff did
not accept Siskiyou’s projections for customer premise Acct. No. 50500000 where
regression analysis was used, and the coefficient of determination was a low 0.25. The
coefficient of determination measures the strength of the relationship between the
actual historical figures and the regression revenue calculations. A coefficient of
determination closer to one (100%) indicates a greater degree of relationship; while a
coefficient of determination closer to zero indicates a lesser degree of relationship. TD
then took five-year average, which also was not reasonable as it was too high. TD
looked at the actual recorded amount and used access line growth rate and arrived at
$7,900 for 2003.

For uncollectibles, TD reviewed Siskiyou’s uncollectible rate study and found the
estimated uncollectible rate of .00129% to be reasonable. TD applied this rate to its
revenues to calculate the uncollectible revenue.

For Federal USF Support, TD requested Siskiyou to provide a copy of its first month
disbursement notice received from the National Exchange Carrier Association (NECA)

3
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in order to reflect the actual Federal Universal Service Fund Support for 2002. The
notice from NECA shows that Siskiyou’s actual 2002 monthly *“High Cost Loop Fund
(USAC)” amount as $11,906,202 or $1,857,300 annually. TD used this figure as
Siskiyou’s 2002 Federal USF support. For its 2003 estimate, TD accepted $2,051,888
which is the Federal USF support based on the 2003 projected payments for the
California Exchange Carriers as filed by the National Exchange Carriers Association,
Inc. (NECA) on October 1, 2002 with the Federal Communications Commission. This
amount represents an increase from the 2002 support level.

Total Operating Expenses

For operating expenses, Siskiyou projected end of year 2002 and 2003 data using
regression analysis. In most cases, Siskiyou used actual 1996-2001 recorded expenses in
their regression analysis. In one instance (Account 6210—Control Office Switch
expense), Siskiyou made an adjustment by using 1998-2001 recorded data to better
reflect operating expenses. (Siskiyou made this adjustment because 1996 and 1997 data
included large fluctuations which did not accurately reflect projected expenses for the
test year 2003 when using regression analysis.) In another case, Siskiyou used budgeted
expenses for 2002-03 in its estimate (Account 6410—Cable & Wire expense) to reflect
additional fiber route maintenance expenses. Lastly, an expense adjustment for rents in
Account 6120 (General Support) was made because this amount should have been
reflected as part of operating revenue (i.e., this rent revenue should not have been
reflected as an expense).

TD does not agree with Siskiyou’s use of regression analysis to estimate the 2002 and
2003 end of year expense figures. A review of this methodology shows that regression
analysis does not accurately reflect projected expenses; furthermore, the correlation of
determination results in most cases are too low for TD to accept the end of year 2002
and 2003 expense estimates proposed by Siskiyou. Therefore, the difference between
Siskiyou’s estimates and TD’s estimates are due to the use of different methodologies in
projecting expenses. Instead, TD used Siskiyou’s recorded expenses for 1999-2001 in
terms of labor and non-labor expenses and applied the constant dollar method to
estimate Siskiyou’s 2003 expenses. The constant dollar method was used in Siskiyou’s
prior rate case and proved to be a superior approach when estimating expenses.

The constant dollar method is used to convert nominal dollars to inflation-adjusted
figures. This is done by using inflation factors for each year and compounding them to
2001 dollars. The constant dollar method is applied to benchmark the constant price of
a basket of utility purchases in various years to a selected base year. While expenses
have been increasing in nominal dollars, when one applies the constant dollar method
and adjusts the recorded figures to base year constant dollars, there is less of a variance
and in many cases, the inflation-adjusted figures remained relatively flat. TD used
Siskiyou’s recorded expense figures as reflected in the annual reports for the years 1999,
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2000 and 20014 and then applied the recorded inflation factors for labor and non-labor
for each year. 5

A comparison of TD’s and Siskiyou’s computation of total company operating expenses
excluding taxes shows that overall Siskiyou’s estimate to be $ 7,064,874 or 7.4% higher
than TD’s estimate of $6,579,665 (Appendix A).

Taxes

The differences in the tax estimates between Siskiyou and TD are due to differences in
each party’s estimate of income, revenue and expense. TD and Siskiyou both used a
Corporate State Franchise Tax (CCFT) rate of 8.84% and a federal income tax rate of
34.00%.

Rate Base

In estimating its test year Rate Base, Siskiyou included Construction Work in Progress
(CWIP) amount of $3,224,075. CWIP includes projects such as upgrading of software,
office equipment and facilities. TD staff excluded this amount in the computation of its
rate base estimate, as TD believes that the utility, not the ratepayers, should shoulder
the costs of construction until the project is used and useful. Siskiyou, therefore, should
not be allowed to earn a return on any plant or facility under construction until it
becomes operational. Once the CWIP are completed then it may be included in rate
base for ratemaking purposes.

In computing plant in service, TD reviewed Siskiyou’s 2001 annual report, examined
the addition, and retirements as reflected in the annual report and responses provided
by Siskiyou through data request. When TD compared Siskiyou’s estimated plant
additions of $4,998,043 for 2001 to the actual plant addition for 2001 which was
$2,367,689, it found that there was an over estimation of $2,630,354 in plant addition.
Based on historical data for years 1997 thru 2001, Siskiyou’s average plant addition per
year was $1.995 million. Based on this analysis, TD disallowed the year 2001 over
estimated amount of $2,630,352 in plant addition. However, Siskiyou’s proposed 2002
plant additions of $602,223 and $2,773,041 estimate for 2003 are found to be reasonable
especially when the yearly average of these two years addition of $1.69 million is within
the historical yearly average addition of $1.995 million.

* Form M Schedule I-1 (FCC Armis 43-02 Report Format) of Siskiyou’s Annual Reports for 1999, 2000 and 2001.
® TD used the Office of Ratepayers Advocates estimates of Non-Labor and Wage Escalation Factors for 2002-2004
from the March 2002 DRI-WEFA U.S. Economic Outlook as follows:

Y ear Labor  Non-labor
2000 1.022 1.036
2001 1.034 1.000
2002 1.028 0.999
2003 1.018 1.018
2004 1.026 1.021
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Depreciation expense was computed using TD’s plant in service estimates for 2002
multiplied by the current depreciation rates to derive 2002 figures. To estimate 2003
figure, TD used TD’s projected depreciable plant in service for 2002 and applied the
current depreciation rates previously approved by the Commission for Siskiyou in its
1997 rate case.

TD reviewed the recorded 6 years (1996-2001) Materials and Supplies (M&S) amounts
and noted that except for the year 2000, the ratio of end of year M&S amounts to the
end of year gross plant varied between 0.76 to 0.98 percent of the end of year gross
plants. The end of year 2000 M&S amount was 1.54% of the end of year gross plant,
which is very high, compared to the other years. So, the staff deleted the 2001 amount
from consideration and took average of the 5 years (1996-1999 & 2001) percentages and
applied that percentage (0.85%) to the years 2002 and 2003 end of year gross plants to
arrive at the end of year M&S estimates for those years. It then took the average of the
beginning of year and end of year M&S balances to arrive at the M&S estimate for the
test year.

TD’s estimate of working cash at $303,300 is 1.7% higher than that computed by
Siskiyou. The working cash allowance differences are primarily due to the difference in
Siskiyou’s and TD’s estimates of revenue and expenses.

Separations

Siskiyou provides both intrastate and interstate telecommunications services, subject to
the regulation of the CPUC and FCC, respectively. Because Siskiyou’s property serves
both jurisdictions, the utility’s revenues, expenses, taxes, investments, and reserves are
allocated between interstate and intrastate services.

Separations is the process of apportioning a telephone company’s property costs,
related reserves, operating expenses and taxes, and revenues between the state and
interstate jurisdictions. It is a vehicle by which a telephone company can separately
identify the amount of expenses, investments and revenues associated with the
production of a given service. These apportionments are made on the basis of relative
usage and direct assignment whenever possible. The costs to be apportioned are
identified in the FCC Part 36 separations manual, according to the classification of
accounts as prescribed by the FCC’s Part 32, Uniform System of Accounts (USOA) for
Telecommunications Companies.

Siskiyou used separation factors based on its 2000 cost studies. TD has reviewed
Siskiyou’s separation factors and finds them reasonable. Therefore, TD used the
separation factors provided by the company to separate its estimates of total company
expenses and plant to derive TD’s estimate of Siskiyou’s intrastate results of operations.
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Appendix B compares Siskiyou’s and TD staff’s interstate and intrastate results of
operations for test year 2003 using these separation factors.

Cost of Capital

Siskiyou requests an overall intrastate rate of return of 10.00%, the rate of return
authorized under Resolution T-16006 for its 1997 test year.

TD believes that the Return on Equity for all rural ILECs would be the same since the
systematic and non-diversifiable risks faced by all rural ILECs are similar. However, as
a matter of practice, Decision D.97-04-036 in A.95-12-0736 adopted an 'overall’ rate of
return of 10.00% for all rural ILECs. Based on information provided, TD recommends
that the Commission approve Siskiyou’s request for an overall rate of return of 10.00%
at this time. This approval should not set a precedent for any future or pending small
ILEC GRC proceeding.

Net-to-Gross Multiplier

The net-to-gross multiplier indicates the unit change in gross revenues required to
produce a unit change in net revenues. Appendix D shows TD’s computation of
Siskiyou’s net-to-gross multiplier. The net-to-gross multiplier of 1.66207 means that a
change of $1.66207 in gross revenue would be required to produce a change of $1.000 in
net revenue. For Siskiyou, based on an adopted state rate base of $ 9,289,926 and an
adopted rate of return of 10%, the adopted intrastate revenue requirement change is a
reduction of $997,072.

CHCEF-A Support

Siskiyou’s CHCF-A support for test Year 2003 at present rates of $2,389,992 was derived
using Siskiyou’s 2002 draw of $2,574,963, adding the $1,866,917 projected USF Federal
support for 2002, deducting Siskiyou’s projected 2003 USF Federal support of
$2,051,888.7

The intrastate results of operations at present rates show that Siskiyou registers an
intrastate rate of return of 16.46% (Appendix B, column F).

Appendix C shows Siskiyou’s intrastate results of operations using the 10.00% intrastate
rate of return.

For test year 2003, TD ‘s computation of Siskiyou’s CHCF-A requirement is $ 1,391,703
based on TD’s projected revenues (including rate design), expenses, rate base and
overall intrastate rate of return of 10%

®In D. 97-04-036 the Commission authorized California-Oregon Telephone Company a 10.00% return on rate base
for its 1997 test year as requested in A. 95-12-073 (California-Oregon’s 1997 General Rate Case application).
"Based on Data provided by the National Exchange Association Inc. on October 21, 2002.
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Comments

The draft resolution of the Telecommunications Division on this matter was mailed to
the parties in accordance with PU Code Section 311 (g)(1). Comments were filed on
(date) by (names of parties) and reply comments were filed on (date) by (names of
parties). [disposition of comments/revisions to draft resolution].

Commission approval is based on the specifics of this Advice Letter and does not
establish a precedent for the contents of any future filings by small ILECs.

Findings

1. Siskiyou filed its GRC on December 21, 2001, with a Test Year of 2003 in compliance
with Decision 01-05-031.

2. Siskiyou requests the following for test year 2003:

* No change in its rate or charges,

* An intrastate rate of return of 10.00%, the same return granted to them
in their last GRC filing in 1997, and

e Areduction in its CHCF-A draw for 2003 by 10% or $2,607 for a 2003
CHCF-A support of $2,572,356.

3. The Telecommunications Division recommends the following for Siskiyou for test
year 2003:

* No changes in its rates or charges;

» Atotal intrastate rate base amount of $9,289,926;

* An Intrastate Rate of Return of 10.00%;

* Arevenue requirement reduction of $997,072 at present rates; and
» A California High Cost Fund-A (CHCF-A) support of $1,391,703.

4. The differences in the estimates of Siskiyou and TD result from the use of different
methodologies and assumptions for estimating revenue, expenses, and rate base.

5. We find TD’s methodology in estimating revenues reasonable. We therefore, adopt
TD’s recommended intrastate revenues as shown in Appendix C.

6. We accept TD’s recommended overall rate of return of 10.00% for Siskiyou.

7. We find Siskiyou’s Depreciation Study previously approved by the Commission, as
part of its 1997 rate case is acceptable for ratemaking purposes for test year 2003.
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8. We find TD’s recommended $1,391,703 CHCF-A support for Siskiyou for 2003

acceptable. The $1,391,703 CHCF-A support is based on our adoption of TD’s
Intrastate Results of Operations for Siskiyou for test year 2003.

THEREFORE, IT IS ORDERED that:

1. The intrastate revenues, expenses, and rate base amounts for test year 2003
identified in Appendix C, column (e) are adopted for The Siskiyou Telephone
Company.

2. The overall intrastate rate of return of 10.00% is adopted for Siskiyou.

3. The Depreciation Study submitted by The Siskiyou Telephone Company in support
of its General Rate Case Advice Letter No. 298 is adopted for ratemaking purposes

for the test year 2003.

4. The Siskiyou Telephone Company’s CHCF-A draw for 2003 is $1,391,703.

This Resolution is effective today.

I hereby certify that this Resolution was adopted by the Public Utilities Commission at
its regular meeting on December 17, 2002. The following Commissioners approved it:

WESLEY M. FRANKLIN
Executive Director
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APPENDIX A
SISKIYOU TELEPHONE COMPANY
TOTAL COMPANY RESULTS OF OPERATIONS
AT PRESENT RATES
TEST YEAR 2003

UTILITY EXCEED STAFF

SISKIYOU TD AMOUNT PERCENTAGE
(@) (b) (c)=a-b DIFFERENCE
(@)= c/b
OPERATING REVENUES:
1. Local Network Services 1,297,562 1,472,841 (175,279) (11.9)
2 CHCF-A 2,572,356 2,389,992 182,364 7.6
3 Long Distance Network 0 0 0 0.0
Network Access Svces:
4 Intrastate 1,003,547 1,023,647 (20,100) (2.0)
5 Interstate 3,009,336 3,009,336 0 0.0
6 Interstate - USF 1,903,686 2,051,888 (148,202) (7.2)
7 Miscellaneous 258,190 279,614 (21,424) (7.7)
8 LESS: Uncollectible Rev. (4,992) (4,979) (13) 0.3
9 Total Oper. Revenues 10,039,685 10,222,339 (182,654) (1.8)
OPERATING EXPENSES:
10 Plant Specific 1,731,553 1,363,800 367,753 27.0
11 Plant non-Specific (less depr.) 704,100 640,317 63,783 10.0
12 Depreciation & Amortization 2,507,221 2,521,956 (14,734) (0.6)
13 Customer Operations 395,700 363,118 32,582 9.0
14 Corporate Operations 1,726,300 1,690,474 35,826 2.1
15 Interstate Expense Adj. -USF 0 0 0
16 Total Oper. Expenses 7,064,874 6,579,665 485,210 7.4
OPERATING TAXES:
17 Operating State Inc. Taxes 230,280 286,994 (56,714) (19.8)
18 Operating Fed Income Taxes 773,952 972,800 (198,848) (20.4)
19 Taxes Other Than Income 172,400 198,700 (26,300) (13.2)
20 Total Operating Taxes 1,176,632 1,458,494 (281,862) (19.3)
21 Net Operating Revenue 1,798,179 2,184,180 (386,002) 27.7)
RATE BASE (Beginning + End of Year Average)
22 Telephone Plant-in-Service 39,994,111 37,363,756 2,630,355 7.0
23 Tel. Plt Under Construction 3,224,075 0 3,224,075 0.0
24 Mat & Supplies 579,065 317,592 261,473 82.3
25 Working Cash 371,936 377,236 (5,300) (1.4)
26 Less: Deprec. Res. (26,403,734) (24,689,370) (1,714,364) 6.9
27 Def. Taxes (614,576) (447,262) (167,314) 374
28 Customer Deposit 0 (225) 225 (100.0)
29 RTB Stock 180,768 180,768 0 0.0
29. Total Rate Base 17,331,645 13,102,495 4,229,150 32.3
30. Rate of Return 10.38% 16.67%
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APPENDIX B
SISKIYOU TELEPHONE COMPANY
RESULTS OF OPERATIONS AT PRESENT RATES
INTERSTATE AND INTRASTATE
TEST YEAR 2003
SISKIYOU TD
Subject Intrastate Subject Intrastate
To To
Separations Interstate Total Separations Interstate Total
(@ (b) (¢)= (a-b) (d) (e) (H)=(d-e)
OPERATING REVENUES:
1. Local Network Services 1,297,562 1,297,562 1,472,841 1,472,841
2 CHCF-A 2,572,356 2,572,356 2,389,992 2,389,992
3 Long Distance Network 0 0 0 0
Network Access Svces:
4 |ntrastate 1,003,547 1,003,547 1,023,647 1,023,647
5 Interstate 3,009,336 3,009,336 0 3,009,336 3,009,336 0
6 Interstate - USF 1,903,686 1,903,686 0 2,051,888 2,051,888 0
7 Miscellaneous 258,190 0 258,190 279,614 0 279,614
8 LESS: Uncollectible Rev. (4,992) (4,992) (4,979) (4,979)
9 Total Oper. Revenues 10,039,685 4,913,022 5,126,663 10,222,339 5,061,224 5,161,115
OPERATING EXPENSES:
10 Plant Specific 1,731,553 543,948 1,187,605 1,363,800 428,423 935,377
11 Plant NSpecific (less depr.) 704,100 229,899 474,201 640,317 209,073 431,244
12 Depreciation & Amortization 2,507,221 723,421 1,783,800 2,521,956 727,672 1,794,284
13 Customer Operations 395,700 68,193 327,507 363,118 62,578 300,540
14 Corporate Operations 1,726,300 497,049 1,229,251 1,690,474 486,734 1,203,740
15 Interstate Expense Adj. -USF 0 1,903,686 (1,903,686) 0 2,051,888 (2,051,888)
16 Total Oper. Expenses 7,064,874 3,966,196 3,098,678 6,579,665 3,966,368 2,613,297
TAXES
16. Operating State Inc. Taxes 230,280 74,019 156,261 286,994 86,397 200,597
17. Operating Fed Income Taxes 773,952 249,304 524,648 972,800 292,704 680,097
18. Taxes Other Than Income 172,400 52,464 119,936 198,700 60,467 138,233
19. Total Operating Taxes 1,176,632 375,787 800,845 1,458,494 439,568 1,018,927
20. Net Operating Revenue 1,798,179 571,039 1,227,140 2,184,180 655,288 1,528,891
AVERAGE RATE BASE
21. Telephone Plant-in-Service 39,994,111 12,218,464 27,775,647 37,363,756 11,414,873 25,948,883
22. Tel. Plt Under Construction 3,224,075 984,976 2,239,099 0 0 0
23. Mat & Supplies 579,065 150,316 428,749 317,592 82,442 235,150
24. Working Cash 371,936 73,936 298,000 377,236 73,936 303,300
25. Less: Deprec. Res. (26,403,734) (8,343,678) (18,060,056) (24,689,370) (7,801,933) (16,887,437)
26. Def. Taxes (614,576) (188,865) (425,711) (447,262) (137,448) (309,814)
27. Customer Deposit 0 0 0 (225) (69) (156)
28. RTB Stock 180,768 180,768 0 180,768 180,768 0
29. Total Rate Base 17,331,645 5,075,917 12,255,728 13,102,495 3,812,569 9,289,926
30. Rate of Return 10.38% 11.25% 10.01% 16.67% 17.19% 16.46%
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OPERATING REVENUES:
1. Local Network Services
2 CHCF-A
3 Long Distance Network

Network Access Svces:
4 Intrastate
5 Interstate
6 Interstate - USF
7 Miscellaneous
8 LESS: Uncollectible Rev.
9 Total Oper. Revenues

OPERATING EXPENSES:
10 Plant Specific
11 Plant NSpecific (less depr.)
12 Depreciation & Amortization
13 Customer Operations
14 Corporate Operations
15 Interstate Expense Adj. -USF
16 Total Oper. Expenses

OPERATING TAXES:
17 Operating State Inc. Taxes
18 Operating Fed Income Taxes
19 Taxes Other Than Income
20 Total Operating Taxes

21 Net Operating Revenue

December 17, 2002

APPENDIX C
SISKIYOU TELEPHONE COMPANY
INTRASTATE RESULTS OF OPERATIONS
AT ADOPTED RATES
TEST YEAR 2003

UTILITY EXCEED STAFF

RATE BASE (Beginning + End of Year Average)

22 Telephone Plant-in-Service
Tel. PIt Under Construction

23 Mat & Supplies

24 Working Cash

25 Less: Deprec. Res.

26 Def. Taxes

27 Customer Deposit

28 RTB Stock

29 Total Rate Base

29. Rate of Return

SISKIYOU ™ AMOUNT PERCENTAGE
PROPOSED PROPOSED DIFFERENCE
(@) (b) (c)=a-b (d)
1,297,562 1,472,841 (175,279) (11.9)
2,572,356.00 1,392,919 1,179,437 84.7
0 0 0.0
0
1,003,547 1,023,647 (20,100) (2.0)
0.00 0 0 0.0
0.00 0 0 0.0
258,190 279,616 (21,426) 7.7
(4,992) -4,979 (13) 0.3
5,124,056 4,164,044 960,012 23.1
1,187,605 935,377 252,228 27.0
474,201 431,244 42,957 10.0
1,783,800 1,794,284 (10,483) (0.6)
327,507 300,540 26,967 9.0
1,229,251 1,203,740 25,511 2.1
(1,903,686) -2,051,888 148,202 (7.2)
3,098,678 2,613,297 485,382 18.6
156,031 112,456 43,575 38.7
523,840 371,060 152,780 412
119,936 138,233 (18,297) (13.2)
799,807 621,749 178,058 28.6
0
1,225,571 928,998 296,573 319
27,775,647 25,948,883 1,826,764 7.0
2,239,099 0 2,239,099
428,749 235,150 193,599 82.3
298,000 303,300 (5,300) €7
(18,060,056) -16,887,437 (1,172,619) 6.9
(425,711) -309,814 (115,897) 374
0 -156 156 (100.0)
0 0 0 0.0
12,255,728 9,289,926 2,965,802 31.9
10.00% 10.00%
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ADOPTED

(e)

1,472,841
1,392,919
0

1,023,647
0

0

279,616
(4,979)
4,164,044

935,377
431,244
1,794,284
300,540
1,203,740
(2,051,888)
2,613,297

112,456
371,060
138,233
621,749

0
928,998

25,948,883

0

235,150

303,300
(16,887,437)
(309,814)
(156)

0

9,289,926
10.00%
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APPENDIX D

SISKIYOU TELEPHONE COMPANY

December 17, 2002

ADOPTED NET-TO-GROSS MULTIPLIER
INTRASTATE REVENUE REQUIREMENT AND CHCF-A SUPPORT

TEST YEAR 2003

Gross Revenues

Uncollectibles

Net Revenues

State Income Tax (Tax Rate times In 3.) 8.84%

Federal Taxable Income( In 3. less In 4.)

Federal Income Tax (Tax Rate time In 5.) 34.00%

Net Income (In 5. less In 6.)

NET-TO-GROSS-MULTIPLIER (Line 1 divided by Line 7)
INTRASTATE REVENUE REQUIREMENT

Adopted State Rate Base

Net Revenues Adopted at 10.00% ROR (line 9 times 10%)

Net Revenues at present rates

Change in net revenues (Line 10 less Linell)

GROSS REVENUE CHANGE REQUIRED (In 8 times In 12)

CHCF-A SUPPORT
2003 CHCF-A Support at present rates

2003 CHCF-A Support Request

* Uncollectibles are included in Line 1, Gross revenues

13

1.00000
0*
1.00000
0.08840
0.91160
0.30994
0.60166

1.66207

$9,289,926
$928,993

$1,528,891
($599,898)

($997,072)

$2,389,992

$1,391,703



